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E.O. 11652: N/A 
TAGS: EFIN, OECD 

SUBJECT: PAYMENTS COMMITTEE, SEPTEMBER 24, 1973 

REE: (A) PC/A(73)7 (E) C(73)167 

(B) C(73)152 (E) DAE/INV/72.27 (SECOND REVISION) 

(C) C(73)155 (G) OECD 19848 

(D) C(73) 1 64 (H) STATE 135741 

1. SUMMARY. PAYMENTS COMMITTEE (PC) TENTATIVELY APPROVED REVISION 
OF FILMS ITEM IN CODE TO INCLUDE VIDEO CASSETTES (PENDING SPANISH 
DECISION ON POSSIBLE RESERVATION), APPROVED INVISIBLES COMMITTEE (IC) 
REPORT ON NINTH EXAMINATION OF RESERVATIONS TO CODE OF LIBERALIZATION 
OFCURRENT INVISIBLES OPERATIONS (CIOC) TOGETHER WITH DRAFT DECISION 
INVITING CANADA, EINLAND AND ERANCE TO UNDERTAKE CERTAIN 
LIBERALIZING MEASURES, MODIFIED DRAFT DECISION CONCERNING 
PARTIAL LIBERALIZATION OF SPANISH OUTWARD PORTFOLIO INVESTMENT 
TO RECOGNIZE MORE LIMITED NATURE OE LIBERALIZATION THAN INITIALLY 
UNDERSTOOD, AND APPROVED INVOCATION BY AUSTRALIA OF ARTICLE 
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7(B) DEROGATION TO CAPITAL MOVEMENTS CODE (CMC). SECRETARIAT 
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GAVE ORAL STATUS REPORT ON CURRENT WORK EOR XCSS, COMMITTEE 
ON EINANCIAL MARKETS, COMMITTEE ON EISCAL AFEAIRS 
AND TURKISH CONSORTIUM. ACTION REQUESTED. UNLESS OTHERWISE 
INSTRUCTED, MISSION WILL APPROVE IN COUNCIL DRAFT DECISIONS 
CONTAINED IN REES B, C, D, 3 AND EM END OF SUMMARY. 

2. REVISION OE EILMS ITEM IN THE CODE: POSITION OF VIDEO 
CASSETTES UNDER CIOC IS EXPLAINED IN REE (B). DRAFT DECISION 
IN ANNEX TO REE (B) MODIEIES ITEM E/1 OF CIOC TO INCLUDE VIDEO 
CASSETTES BY MAKING IT CLEAR THAT ITEM APPLIES TO ALL EILMS, 
WHATEVER MEANS OE PRODUCTION. CHANGE IN E/1 PERMITS DELETION 
OE EOOTNOTE 1 IN ANNEX 4 TO ANNEX A 

OE CIOC. THIS FOOTNOTE HAD INDICATED THAT ALTHOUGH VIDEO CASSETTES 
WERE COVERED BY ITEM E/1, PROVISIONS OF FILMS ANNEX WOULD NOT 
APPLY TO THEM. THIS HAD BEEN A PROVISIONAL POSITION ON VIDEO 
CASSETTES TO ENABLE COMPLETION AND ACCEPTANCE OE 1972 REVISION 
OE EILMS ANNEX WTHOUT AT SAME TIME SETTLING DIEEICULT QUESTION 
OE VIDEO CASSETTES. PC TENTATIVELY ACCEPTED REPORT AND DRAFT 
DECISION REE (B) PENDING DECISION BY SPANISH GOVERNMENT AS 
TO WHETHER OR NOT IT NEEDS TO LODGE 

RESERVATION. SPANISH EXPERT FELT THAT CHANGE IN ITEM E/1 
SHOULD HAVE BEEN EORMULATED IN SUCH A WAY THAT COUNTRIES COULD 
RESERVE TO VIDEO CASSETTE ASPECT OE ITEM IF THEY EELT IT 
NECESSARY. U.S. REP NOTED THAT FORMULATION IN REF (B) HAD 
BEEN SPECIEICALLY DRAFTED IN ORDER TO ALLOW COUNTRIES TO ACCEPT 
REVISED ITEM E/1 IF THEY HAD NOT ALREADY HAD RESERVATION ON 
EARLIER VERSION. COUNTRIES WISHING TO APPLY LESS LIBERAL 
PROVISIONS OF FILMS ANNEX TO EILM CASSETTES, AS TO OTHER MEANS 
OE PRODUCTION, WOULD BE FREE TO DO SO. SPANISH REP AGREED 
TO OBTAIN EINAL INSTRUCTIONS FROM MADRID AND TO NOTIFY 
SECRETARIAT, HOPEFULLY, THAT NO SPANISH RESERVATION WOULD BE 
REQUIRED AND THAT THE REPORT AND DRAFT DECISION COULD BE 
EORWARDED TO COUNCIL WITHOUT FURTHER MODIFICATION. 

3. NINTH EXAMINATION OF RESERVATIONS TO CODE OE LIBERALIZATION 
OE CURRENT INVISIBLES OPERATIONS: PC NOTED THAT NINTH IC EXAMIN- 
ATION OE THESE RESERVATIONS (OTHER THAN FOR INSURANCE, EILMS 
AND ROAD TRANSPORT) HAD BEEN COMPLETED (REE C), THAT NONE OE THE 
EIGHT MEMBER COUNTRIES RETAINING 14 RESERVATIONS ON 7 ITEMS 

IN CIOC HAD VOLUNTEERED DURING EXMINATION TO REMOVE ANY 
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RESERVATIONS, AND AGREED WITHOUT OBJECTION TO RECOMMENDATION 
IN ANNEX 4 OF DRAFT COUNCIL DECISION WHICH WOULD INVITE 
CANADA TO CONSIDER WITHDRAWING ITS RESERVATION ON MARITIME 
PREIGHTS, PINLAND TO CONSIDER LIBERALIZING INLAND WATERWAY 
PREIGHT, AND PRANCE TO CONSIDER DIVIDING WITH OTHER COUNTRIES 
THE 50 PER CENT SHARE RESERVED TO IT OP MARITIME TRAPPIC 
BETWEEN FRANCE, TUNISIA AND ALGERIA. GERMAN REP DISTRIBUTED 
SHORT WORKING DOCUMENT (PC WORKING DOCUMENT NO 1 OF SEPT 21, 
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1973) WHICH EXPLAINS IN GREATER DETAIL CONTINUED MAINTENANCE OF 
GERMAN RESERVATIONS ON INLAND WATERWAY FREIGHTS, AND NOTES 
THAT A HOPED-FOR REMOAL OF THIS RESERVATION BY GERMANY MUST 
AWAIT EINAL DECISIONS WITHIN EEC CONCERNING AN INTERNATIONAL 
AGREEMENT ON INLAND WATERWAY TRANSPORT. 

4. SPANISH OUTWARD PORTFOLIO INVESTMENT: REF (D) EXAMINES 
LIBERALIZATION OE OUTWARD PORTFOLIO INVESTMENT UNDERTAKEN BY 
SPAIN WITH EFFECT FROM APRIL I, 1973. IT ALSO CONTAINS DRAFT 
COUNCIL DECISION TO MODIFY SPANISH RESERVATION TO CMC ON ITEM 
IV/Bl OF LIST A (PURCHASE OF FOREIGH SECURITIES). DURING 
ITS EXAMINATION THIS QUESTION IC HAD EARLIER BEEN INFORMED THAT 
LIBERALIZATION WOULD APPLY TO ALL EOREIGN SECURITIES QUOTED 
ON RECOGNIZED SECURITY MARKETS. US EXPERT AT THAT TIME HAD 
ASKED OR VERIFICATION THAT THIS LIBERALIZATION INCLUDED 
OVER-THE-COUNTER MARKETS ACCORDING TO DEFINITION IN ARTICLE 
21 OF CMC (REF G). AS FOLLOWUP IN PC, US REP ASKED FOR 
FURTHER CLARIFICATION ON INCLUSION OVER-THE-COUNTER MARKETS 
IN LIBERALIZATION UNDER MINISTERIAL ORDER OF MARCH 23, 1973. 
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SPANISH REP REPLIED MINISTERIAL ORDER HAD BEEN ORIGINALLY 
DRAFTED TO APPLY TO OLDER DEFINITION OF SECURITY MARKETS WHICH 
INCLUDED ONLY STOCK EXCHANGES. HE NOTED THAT REFERENCED MINIS- 
TERIAL DEGREE REFETS TO FOREIGN STOCK EXCHANGES AND NOT TO 
TERMINOLOGY USED IN REF (D), "RECOGNIZED SECURITY MARKETS." 
SECRETARIAT NOTED THAT STEMENTNT BY SPANISH AUTHORITIES 
IN ANNEX I OF REF (D) IS NOT CLEAR ON SUBJECT AND ASKED WHY 
SPANISH AUTHORITIE FELT IT NECESSARY TO EXCLUDE OVER-THE- 
COUNTER MARKETS WHICH ARE AS WELL REGULATED AS SECURITY EXCHANGE 
THEMSELVES. SPANISH REP INDICATED THAT PRESENT LIBERALIZATION 
WAS EXPERIMENTAL STEP AND THAT HIS AUTHORITIES HOPE TO BE ABLE 
TO EXPAND LIBERALIZATION TO INCLUDE FULL DEFINITION OF 
SECURITIES MARKETS IN ARTICLE 21 OF CMC. PC DECIDED TO REVISE 
WORDING IN REF (D) BY INSERTING "FOREIGN STOCK EXCHANGES" IN 
PLACE OF PRESENT "RECOGNIZED SECURITY MARKET." BELGIUM REP 
ASKED WHY LAST PARA PAGE 2 REF (D) SHOULD SPECIFY THAT 
TRANSACTIONS MUST TAKE PLACE ON NATIONAL TERRITORY. SPANISH 
REP INDICATED THIS WAS MEANT TO ALLOW SWITCHING BETWEEN INVEST- 
MENT COMPANIES. THIS RATIONALE NOT CLEAR TO PC. 
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5. INVOCATION BY AUSTRALIA OF DEROGATION CLAUSE IN CMC: PC 
QUESIONED AUSTRALIAN REP AT SOME LENGTH CONCERNING CERTAIN 
ASPECTS OF CONTROLS DESCRIBED IN REF (E). HOWEVER, THERE WAS 
NO SIGNIFICANT CRITICISM OF AUSTRALIA'S USE OF THESE CONTROLS 
OR OF ITS ARTICLE 7(B) DEROGATION. SECRETARIAT NOTED THAT 
AUSTRALIA ESSENTIALLY IS IN SAME POSITION AS OTHER COUNTRIES 
(GERMANY, AUSTRIA, SWITZERLAND) RECENTLY UNDERTAKING SIMILAR 
MEASURES TO INSULATE THEIR DOMESTIC ECONOMIES FROM INTERNATIONAL 
CAPITAL MOVEMENTS. IT SUGGESTED THAT THIS WAS SOMEWHAT JUSTIFIED 
IN CURRENT FLUID INTERNATIONAL SITUATION. US REP POINTED TO 
EXTENSIVE CHANGES WHICH HAVE OCCURRED SINCE DEC 1972 AND EXPRESSED 
HOPE THAT AUSTRALIA WOULD FIND WAYS TO REDUCE COVERAGE OF ITS 
DEROGATION IN NEAR FUTURE. HE ALSO ASKED FOR GREATER 
CLARIFICTION ON METHOD OF SURVEILLANCE TO BE USED FOR 
INTERCOMPANY ACCOUNTS (PG 13 REF E) AND EXPRESSED HOPE THAT 
EXCHANGE CONTROLS WOULD BE OPERATED AS FLEXIBLY AS POSSIBLE SO 
THAT NO UNDUE HARDSHIPS WOULD BE PLACED ON NORMAL BUSINESS AND 
PERSONAL TRANSACTIONS. BELGIAN AND OTHER REPS SECONDED THIS. 
AUSTRALIAN REP INDICATED THAT CONTROLS WERE DESIGNED, AND 
WERE BEING OPERATED TO GREATEST EXTENT POSSIBLE, BOTH TO MINIMIZE 
PROBLEMS CAUSED BY CURRENCY INSTABILITY AND TO AVOID NEGAIVE 
REPERCUSSIONS ON REGULAR FLOW OF EVERYDAY BUSINESS. REGARDING 
INTERCOMPANY ACCOUNTS, AUSTRALIAN REP INDICATED THAT SURVEILLANCE 
WILL BE ENTIRELY CONFINED TO SUBMISSION OF PERIODIC REPORTS TO 
NATIONAL BANK AND THAT ARRANGEMENTS BETWEEN BANK AND COMPANIES 
REGARDING KIND OF INFORMATIN AND DATES OF SUBMISSION WOULD BE 
FLEXIBLE. FIRMS WOULD NOT BE REQUIRED TO MAINTAIN ACCOUNTS 
OTHER THAN THOSE ALREADY MAINTAINED IN THEIR INTERNAL BOOK- 
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KEEPING, AND GENERALLY WOULD ONLY HAVE TO MAKE PERIODIC 
SUBMISSIONS OE CERTAIN OF THEIR REGULAR FINANCIAL STATEMENTS. 

BELGIUM REP RECOMMENDED GREATER ATTENTION TO EURTHER LIBERALIZATION 
BY AUSTRALIA EOR OUTWARD DIRECT INVESTMENT. AUSTRALIAN REP 
RESPONDED THAT WHILE HIS AUTHORITIES DO NOT GIVE AUTOMATIC 
APPROVAL EOR SUCH OUTWARD CAPITAL PLOWS (AS REQUIRED BY CODE), 
AUSTRALIAN ATTITUDE TOWARD OUTWARD DIRECT INVESTMENT IS QUITE 
LIBERAL. APPROVAL IS READILY GIVEN TO ALL DIRECT INVESTMENTS 
INVOLVING USE OF AUSTRALIAN TECHNOLOGY AND MANAGEMENT AKILLS 
ABROAD OR TO SUPPORT AUSTRALAN EXPORTS. HE INDICATED THAT 
POLICY IS NOW ONE OF ENCOURAGING DIRECT INVESTMENT OUTFLOWS. 

HE NOTED THAT GOVERNMENT WILL EVEN FINANCE PEASIBILITY STUDIES 
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UNDERTAKEN BY DIRECT INVESTORS WHO WISH TO ESTABLISH OPERATIONS 
ABROAD. 

6. OTHER ACTIVITIES: SECRETARIAT REPORTED ON CURRENT ACTIVITIES 
IN FINANCIAL AFFAIRS DIRECTORATE AS FOLLOWS: (1) IC: AT 
OCTOBER MEETING IC WILL EXAMINE FRENCH PINANCIAL SYSTEM, PRENCH 
RESERVATIONS TO CMC AND PRENCH ARTICLE (C) DEROGATIONS. IT WILL 
ALSO MAKE PINAL REVIEW OP REP (F) WHICH ATTEMPTS TO CLASSIPY 
QUALITATIVELY PRESENT STATUS OP MEMBER COUNTRY RESTRICTIONS 
ON CAPITAL EXPORTS. (2) XCSS: THE SECRETARIAT PAPER BEING PREPARED 
EOR MEETING OF XCSS EXPERTS IN MID-OCTOBER SHOULD BE READY 
PR DISTRIBUTION BY WEEK OP OCT 1-5, 1973. (3) COMMITTEE ON 
PINANCIAL MARKETS IS EXPECTED TO RECEIVE REPORTS (AT ITS 
NOV 1973 MEETING) ON QUOTATION OP SECURITIES AND IMPLEMENTATION 
OP COUNCIL DECISION ON INTERNATIONAL SECURITY ISSUES. QUEST- 
IONNAIRES ON LATTER ITEM HAVE BEEN COMPLETED BY ALL COUNTRIES 
EXCEPT CANADA, ITALY, NORWAY, SWEDEN, PINLAND, GREECE, ICELAND, 

IRELAND AND TURKEY. (4) COMMITTEE ON PISCAL APPAIRS EXPECTS TO 
CONSIDER AT ITS JAN 1974 MEETING CERTAIN PORTIONS OP REVISED 
MODEL TAX TREATY. REGARDING MNC TAXATION, WP6 HAS DECIDED 
TO ASK GOVERNMENTS TO SUBMIT VIEWS ON QUESTIONS OP TRANSPER 
PRICING, TAXATION AFPECTING TRADE AND INVESTMENT, AND TAX HAVENS. 
SECRETARIAT NOTED CLOSE RELATIONSHIP OF WPY ACTIVITIES TO WORK 
UNDERWAY IN XCSS, AND SUGGESTED THAT PROBLEMS IN TAXATION WERE 
ESPECIALLY DIFPICULT, AND THAT RAPID MOVEMENT COULD NOT BE 
EXPECTED IN THIS AREA. ACTION REQUESTED: MISSION REQUESTS 
PINAL DEPT REVIEW REF (F) AND WILL ACCEPT SAME IN COUNCIL 
UNLESS OTHERWISE INSTRUCTED. DEPT'S EARLIER RESPONSE (REP H) 

HAS BEEN INCLUDED IN REVISED VERSION REP (P) APTER SOME MINOR 
ADDITIONAL CHANGES BY SECRETARIAT. 

BROWN 



LIMITED OPPICIAL USE 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



NNN 



Declassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: MEETING PROCEEDINGS, INVISIBLES (BALANCE OF PAYMENTS), CAPITAL GOODS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 27 SEP 1973 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: morefirh 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 19730ECDP25363 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: n/a 

From: OECD PARIS 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1973/newtext/t1973096/aaaaaehh.tel 
Line Count: 272 
Locator: TEXT ON-LINE 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 5 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: (A) PC/A(73)7 (E) C(73)167 
Review Action: RELEASED, APPROVED 
Review Authority: morefirh 
Review Comment: n/a 
Review Content Flags: 

Review Date: 24 AUG 2001 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <24-Aug-2001 by shawdg>; APPROVED <20-Nov-2001 by morefirh> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: PAYMENTS COMMITTEE, SEPTEMBER 24, 1973 
TAGS: EFIN, OECD 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




